COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNI CATI ONS AND ENERGY

TOMN OF FRAM NGHAM REQUEST FOR

DETERM NATI ON OF RATES APPLI CABLE TO
TRANSPORTATI ON AND TREATMENT OF SEWAGE
PURSUANT TO | NTERMUNI CI PAL AGREEMENT
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TESTI MONY OF ROBERT ADDELSON
ON BEHALF OF THE TOWN OF FRAM NGHAM
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Pl ease state your nanme for the record.
Robert Addel son.

What is your residential address?

17 Warner Street, Concord, MA 01742.

Your date of birth?

Oct ober 4, 1950.

Are you an enpl oyee of the Town of Fram nghant?
Yes, | am

What is your position with Fram nghan?

| amthe Chief Financial Oficer.

How | ong have you held that position?

Si nce January, 2001.

On whose behal f are you offering testinony?

On behalf of the Town of Fram ngham

Thank you. Could you pl ease describe your educati onal

backgr ound.

A:

| hold a bachelor’s degree from North Carolina State

University in Forest Managenent and a Master’s Degree in City

and Regional Planning fromthe University of North Carolina at

Chapel Hill.

Q

Do you currently have any professional affiliations?
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A | am a nmenber of the Massachusetts CGovernnental Finance

O ficer’s Association and the International Cty Managers’
Associ ation

Q Pl ease state your enploynent history through the date you
becanme Chief Financial Oficer for the Town of Fram ngham

A: From 1987 to 1995, | held various positions with the Local
Services Division of the Massachusetts Departnent of Revenue,
the division that oversees the mnunicipal finance operations of
all municipalities in the Coomonweal th from 1995 to 2000, | was
the Director of Finance for the Town of Needham The position
of Chief Financial Oficer is the only position | have held with
t he Town of Fram ngham since comng to work for the Town in
January, 2001.

Q As Chief Financial Oficer for the Town of Fram ngham what
are your principal job functions?

A: As Chief Financial Oficer, | report to the Town Manager,
George P. King, Jr. | have responsibility for the preparation
of the recommended annual operating and capital budgets of the
Town, and rmanagenent of the accounting, treasury, collection,
and assessing functions of the Town.

Q What responsibilities do you have vis-a-vis Fram nghan s
wast ewat er col | ecti on systenf

A: As Chief Financial Oficer, | solicit annual budget

requests fromthe nmanagers of the Town’ s sewer system | review
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t hese requests and then recomrend a proposed annual budget to
the Town Manager. This budget is ultimately submitted to Town
Meeting for review and approval. |In addition, each spring |
conpil e financial and consunption data and use it in calculating
recommended wastewater rates that are submtted to the Board of
Sel ectnmen for review and approval .

Q I n your capacity as Chief Financial Oficer, have you had
the opportunity to review a report prepared by SEA Consul tants,
Inc., titled “Sewer Rate Assessnent Study,” a copy of which has
been marked as Exhibit FR-27?

A: | have reviewed that report, and | amfamliar with its
contents.

Q Did you play any part in conm ssioning that report?

A No.

Q Do you have any know edge regarding the ternms of any
agreenents between Fram ngham and t he Town of Ashland regardi ng
Fram nghani s transportati on of Ashland’ s wastewater to the FES?
A: | am generally aware of an Internunicipal Agreenent between
the parties dated Decenber 9, 1963. | played no part in
negotiating the terns of that agreenent, and have no know edge
regarding the parties’ intent in including any of the provisions
in the agreenent.

Q M . Addel son, can you pl ease descri be the Town’ s budget

process as it relates to the wastewater collection systenf
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A: Yes. The Town maintains a Sewer Enterprise Fund. Al fees
collected fromusers of the wastewater collection system
including the fees collected from Ashl and under the parties’
current I MA, are deposited into this Fund. In the w nter of
each year, | solicit budget requests fromthe Director of Public
Wor ks detailing the anounts required, by line item for
operation of the sewer departnent in the subsequent fiscal year
that begins on July 1. | also solicit capital budget requests
for itenms in excess of $25,000 and with a useful life of 5 years
or greater. Upon receipt of these operating and capital budget
requests, | will review, nodify and nmake recommendati ons to the
Town Manager on a proposed budget. This budget ultinmately is
submtted to Town Meeting for review and approval

After the close of each fiscal year, nmy staff reconciles actual
amounts spent on the sewer systemin the prior year with the
esti mat ed expenses, and actual revenues with estimated revenues.
Upon conpl etion of these reconciliations, a balance sheet is
prepared and changes in fund retai ned earnings are presented.

Q |"d like to ask you to review the table marked as Exhibit
FR-4. Does this table accurately reflect the actual operations
and mai nt enance expenses for Fram nghanis sewer systemin each
year from 1997 to 2001?

A: Yes.
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Q Does Fram nghami s annual operations and mai nt enance data
for its sewer systeminclude both fixed and vari able costs?

A: Yes. The fixed costs include expenditures that are not
readily subject to change due to changes in the | evel of

servi ces provided. Exanples would be debt service and property
and liability insurance. The variabl e costs include

expendi tures that are readily subject to change due to changes
in the | evel of services provided. Exanples would be salaries,
benefits, maintenance expenses, etc.

Q Does Fram nghami s annual operations and nmai nt enance data
for its sewer systeminclude both direct and indirect costs?

A: Yes. The direct costs are those anounts appropriated by
Town Meeting for the operation of the sewer system and incl ude
sal ari es of sewer departnent enpl oyees, expenses incurred by the
sewer departnent for the repair and mai ntenance of the sewer
system and the administration of the sewer operation. The

i ndirect costs include those expenditures nmade by town
departnments other than the sewer departnent that support the
operation of the sewer departnent. Exanples include, but are
not limted to, an allocable share of the cost of the
treasurer/collector’s office that supports the collection of
sewer bills; an allocation of the cost of the DPWFl eet Services
Departnent in repairing sewer vehicles and equi pnent; an

al l ocation of the cost of the Technol ogy Services Departnent in



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

supporting data processing needs of the sewer departnent; and an
al l ocation of the Town’ s annual pension assessnent that supports
sewer enpl oyees.

Q Wth respect to “indirect personnel costs,” please describe
how t hose are cal cul at ed.

A: These costs generally are all ocated based on an estinate of
the percentage of tine a particul ar enpl oyee spends in support
of the sewer operation, and then applying that percentage to the
enpl oyee’ s annual sal ary.

Q To the best of your know edge, is every user of the

Fram ngham sewer system charged for all direct costs, such as
punpi ng station costs, even if certain users do not utilize the
punpi ng stations?

A: Yes. The basic nethodology is that total system di scharge
in hundreds of cubic feet (HCF) is allocated to different rate
tiers (the town has a three-tier conservation rate) based on

al I ocati on percentages devel oped by a consultant hired by the
Town around 1999. Then, for each tier, an average cost per HCF
is calculated. These tier rates are charged to all custoners
dependi ng on their total annual consunption.

Q To the best of your know edge, is every user of the

Fram ngham sewer system charged a pro rata share of indirect
costs, even if the user does not benefit directly fromall such

costs?



A: Yes.

Q Wiy is this?

A Both direct and indirect costs conprise part of the real
total cost of operating the Sewer Enterprise Fund. As such, all
costs of operating the system nust be recovered from each user
on a pro rata basis.

Q Does this conclude your testinony?

A: Yes.
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